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THE INTELLIGENT INVESTOR

To Every Thing There Is a Season, But Your
Portfolio Shouldn’t Turn
Some of the worst days in Wall Street’s history have hit during September and October. But that’s no
reason to panic.
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Every year, as the end of summer approaches, monarch butterﬂies head for Mexico, birds
migrate south for the winter, and ﬁnancial pundits predict that the stock market is about to
crash. Is the longstanding popular belief that September and October are the worst months for
stocks valid?
Yes and no—mostly no.
Yes, some of the worst days in Wall Street’s history have hit during September and October.
On Sept. 24, 1869, the original Black Friday, the price of gold collapsed roughly 20% and took the
stock market down with it.
On Sept. 18, 1873, the investment bank Jay Cooke & Co. suspended payments, setting oﬀ a series
of bank failures that triggered one of the worst depressions in U.S. history.
On Oct. 16, 1907, a busted speculation in copper led to a run on some of New York’s biggest
banks, sparking a panic that ended only when J.P. Morgan personally intervened—ultimately
leading to the creation of the Federal Reserve.
On Oct. 28, 1929, “Black Monday,” the Dow Jones Industrial Average lost 12.8% in the crash that
set the stage for the Great Depression.
On Oct. 19, 1987, the Dow fell 22.6%, the worst daily loss in its history.
On Sept. 15, 2008, Lehman Brothers failed, ushering in the darkest days of the global ﬁnancial
crisis.
Is this destiny, or just random variation?
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According to William Schwert, a ﬁnance professor at the University of Rochester who studies
the history of asset prices, September does have the lowest average return of any month. From
1834 (the earliest date for broad market data) through 2018, September is the only month
whose average return is negative -- at minus 0.4%.
But the diﬀerences across months have been small, so you shouldn’t read much into
September’s relatively poor historical average return, cautions Prof. Schwert.
Over the long run, December has the best average monthly return, at nearly 1.4%, with January
close behind at 1.2%. The variations “don’t have much economic signiﬁcance,” says Prof.
Schwert.
As for October, its returns are positive on average, at 0.4% since 1834. Since 2002, October is the
third-best month, with an average 1.6% return -- even though the S&P 500 lost nearly a ﬁfth of
its value in October 2008.
So investors’ fear of September and October is based less on evidence and more on what
psychologists call “availability”—the human tendency to judge how likely an event is by how
easily we can recall vivid examples of it. The horriﬁc losses of October 2008 are hard to forget.
The milder gains of 7% in October 2015 and 11% in October 2011 are hard to remember.
Investors might be more prone to worry this time of year, though. Researchers have found in
numerous independent studies that as summer fades into fall, people’s behavior does turn with
the leaves. As the hours of daylight dwindle, brain chemistry can change, reshaping how much
risk some people are willing to take.
In his 1903 book, “The ABC of Stock
MORE FROM THE INTELLIGENT INVESTOR

Speculation,” the ﬁnancial chronicler
Samuel Armstrong Nelson wrote:
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“Speculators are not disposed to
trade as freely and conﬁdently in wet
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and stormy weather as they are
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during the dry days when the sun is
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shining, and mankind cheerful and
optimistic.”
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Investors trading options are more likely to expect losses in fall than in spring or winter. In the
U.S., Canada and Australia, mutual-fund shareholders are all net sellers in their respective fall
months, even though Australia’s autumn runs from March through May and it has a diﬀerent
tax year.
Average returns on U.S. Treasurys appear to be higher in fall than in spring, suggesting that
investors seek safety in the darker months. Stock analysts’ earnings forecasts are less
optimistic in fall and winter than in spring and summer.
Across more than 150 years of data, bidders at ﬁne-art auctions paid more, on average, for
paintings sold on longer, sunnier days than they did on shorter, darker days. Even players in the
National Football League tend to be more aggressive in games played on hot days than on cool
days.
Of course, not all investing decisions are driven by psychology. Nowadays, people might tend to
sell stocks in the fall in order to fund tuition payments coming due in September or to pay oﬀ
credit-card debt they racked up on summer vacations. They might invest more in the ﬁrst
quarter of the year after pocketing year-end bonuses and tax refunds.
Still, “if bad news comes out in the fall, many investors may react more extremely than they
might a few months later or earlier, when daylight is more plentiful,” says Lisa Kramer, a
ﬁnance professor at the University of Toronto who has run several studies on how seasonal
mood changes may aﬀect ﬁnancial behavior.
Although the stock market doesn’t always crash in the fall, you might well be more likely this
time of year to treat smaller declines as harbingers of doom. Try, instead, to remember that the
darkest months of the year often have the brightest returns.
Write to Jason Zweig at intelligentinvestor@wsj.com
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